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(9) Funds reserved under paragraph 
(c)(1)(i) of this section from the appro-
priation for any fiscal year, but not ex-
pended pursuant to paragraph (c)(4) of 
this section before the beginning of 
their last year of availability for obli-
gation, must be allocated to LEAs in 
the same manner as other funds from 
the appropriation for that fiscal year 
are allocated to LEAs under § 300.705 
during their final year of availability. 

(d) Inapplicability of certain prohibi-
tions. A State may use funds the State 
reserves under paragraphs (a) and (b) of 
this section without regard to— 

(1) The prohibition on commingling 
of funds in § 300.162(b). 

(2) The prohibition on supplanting 
other funds in § 300.162(c). 

(e) Special rule for increasing funds. A 
State may use funds the State reserves 
under paragraph (a)(1) of this section 
as a result of inflationary increases 
under paragraph (a)(2) of this section 
to carry out activities authorized 
under paragraph (b)(4)(i), (iii), (vii), or 
(viii) of this section. 

(f) Flexibility in using funds for Part C. 
Any State eligible to receive a grant 
under section 619 of the Act may use 
funds made available under paragraph 
(a)(1) of this section, § 300.705(c), or 
§ 300.814(e) to develop and implement a 
State policy jointly with the lead agen-
cy under Part C of the Act and the SEA 
to provide early intervention services 
(which must include an educational 
component that promotes school readi-
ness and incorporates preliteracy, lan-
guage, and numeracy skills) in accord-
ance with Part C of the Act to children 
with disabilities who are eligible for 
services under section 619 of the Act 
and who previously received services 
under Part C of the Act until the chil-
dren enter, or are eligible under State 
law to enter, kindergarten, or elemen-
tary school as appropriate. 

(Approved by the Office of Management and 
Budget under control number 1820–0600) 

(Authority: 20 U.S.C. 1411(e)) 

[71 FR 46753, Aug. 14, 2006, as amended at 72 
FR 61307, Oct. 30, 2007] 

§ 300.705 Subgrants to LEAs. 
(a) Subgrants required. Each State 

that receives a grant under section 611 
of the Act for any fiscal year must dis-

tribute any funds the State does not 
reserve under § 300.704 to LEAs (includ-
ing public charter schools that operate 
as LEAs) in the State that have estab-
lished their eligibility under section 
613 of the Act for use in accordance 
with Part B of the Act. Effective with 
funds that become available on the 
July 1, 2009, each State must distribute 
funds to eligible LEAs, including pub-
lic charter schools that operate as 
LEAs, even if the LEA is not serving 
any children with disabilities. 

(b) Allocations to LEAs. For each fis-
cal year for which funds are allocated 
to States under § 300.703, each State 
shall allocate funds as follows: 

(1) Base payments. The State first 
must award each LEA described in 
paragraph (a) of this section the 
amount the LEA would have received 
under section 611 of the Act for fiscal 
year 1999, if the State had distributed 
75 percent of its grant for that year 
under section 611(d) of the Act, as that 
section was then in effect. 

(2) Base payment adjustments. For any 
fiscal year after 1999— 

(i) If a new LEA is created, the State 
must divide the base allocation deter-
mined under paragraph (b)(1) of this 
section for the LEAs that would have 
been responsible for serving children 
with disabilities now being served by 
the new LEA, among the new LEA and 
affected LEAs based on the relative 
numbers of children with disabilities 
ages 3 through 21, or ages 6 through 21 
if a State has had its payment reduced 
under § 300.703(b), currently provided 
special education by each of the LEAs; 

(ii) If one or more LEAs are combined 
into a single new LEA, the State must 
combine the base allocations of the 
merged LEAs; 

(iii) If, for two or more LEAs, geo-
graphic boundaries or administrative 
responsibility for providing services to 
children with disabilities ages 3 
through 21 change, the base allocations 
of affected LEAs must be redistributed 
among affected LEAs based on the rel-
ative numbers of children with disabil-
ities ages 3 through 21, or ages 6 
through 21 if a State has had its pay-
ment reduced under § 300.703(b), cur-
rently provided special education by 
each affected LEA; and 
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(iv) If an LEA received a base pay-
ment of zero in its first year of oper-
ation, the SEA must adjust the base 
payment for the first fiscal year after 
the first annual child count in which 
the LEA reports that it is serving any 
children with disabilities. The State 
must divide the base allocation deter-
mined under paragraph (b)(1) of this 
section for the LEAs that would have 
been responsible for serving children 
with disabilities now being served by 
the LEA, among the LEA and affected 
LEAs based on the relative numbers of 
children with disabilities ages 3 
through 21, or ages 6 through 21 cur-
rently provided special education by 
each of the LEAs. This requirement 
takes effect with funds that become 
available on July 1, 2009. 

(3) Allocation of remaining funds. After 
making allocations under paragraph 
(b)(1) of this section, as adjusted by 
paragraph (b)(2) of this section, the 
State must— 

(i) Allocate 85 percent of any remain-
ing funds to those LEAs on the basis of 
the relative numbers of children en-
rolled in public and private elementary 
schools and secondary schools within 
the LEA’s jurisdiction; and 

(ii) Allocate 15 percent of those re-
maining funds to those LEAs in accord-
ance with their relative numbers of 
children living in poverty, as deter-
mined by the SEA. 

(c) Reallocation of LEA funds. (1) If an 
SEA determines that an LEA is ade-
quately providing FAPE to all children 
with disabilities residing in the area 
served by that agency with State and 
local funds, the SEA may reallocate 
any portion of the funds under this 
part that are not needed by that LEA 
to provide FAPE, to other LEAs in the 
State that are not adequately pro-
viding special education and related 
services to all children with disabil-
ities residing in the areas served by 
those other LEAs. The SEA may also 
retain those funds for use at the State 
level to the extent the State has not 
reserved the maximum amount of 
funds it is permitted to reserve for 
State-level activities pursuant to 
§ 300.704. 

(2) After an SEA distributes funds 
under this part to an eligible LEA that 
is not serving any children with dis-

abilities, as provided in paragraph (a) 
of this section, the SEA must deter-
mine, within a reasonable period of 
time prior to the end of the carryover 
period in 34 CFR 76.709, whether the 
LEA has obligated the funds. The SEA 
may reallocate any of those funds not 
obligated by the LEA to other LEAs in 
the State that are not adequately pro-
viding special education and related 
services to all children with disabil-
ities residing in the areas served by 
those other LEAs. The SEA may also 
retain those funds for use at the State 
level to the extent the State has not 
reserved the maximum amount of 
funds it is permitted to reserve for 
State-level activities pursuant to 
§ 300.704. 

(Approved by the Office of Management and 
Budget under control number 1820–0030) 

(Authority: 20 U.S.C. 1411(f)) 

[71 FR 46753, Aug. 14, 2006, as amended at 73 
FR 73028, Dec. 1, 2008] 

§ 300.706 [Reserved] 

SECRETARY OF THE INTERIOR 

§ 300.707 Use of amounts by Secretary 
of the Interior. 

(a) Definitions. For purposes of 
§§ 300.707 through 300.716, the following 
definitions apply: 

(1) Reservation means Indian Country 
as defined in 18 U.S.C. 1151. 

(2) Tribal governing body has the defi-
nition given that term in 25 U.S.C. 
2021(19). 

(b) Provision of amounts for assistance. 
The Secretary provides amounts to the 
Secretary of the Interior to meet the 
need for assistance for the education of 
children with disabilities on reserva-
tions aged 5 to 21, inclusive, enrolled in 
elementary schools and secondary 
schools for Indian children operated or 
funded by the Secretary of the Interior. 
The amount of the payment for any fis-
cal year is equal to 80 percent of the 
amount allotted under section 611(b)(2) 
of the Act for that fiscal year. Of the 
amount described in the preceding sen-
tence, after the Secretary of the Inte-
rior reserves funds for administration 
under § 300.710, 80 percent must be allo-
cated to such schools by July 1 of that 
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